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HIGHLAND QUEEN SPORTSWEAR LIMITED 


PRESIDENT’S REPORT 


The decline in earnings per share from 32.2¢ earned in 1974 to 28.6¢ earned in 1975 was attrib- 
utable to a decrease in sales of $123,000. An increase in royalty income of $20,800 and a decrease 
in interest expense of $11,300 to an appreciable extent offset an increase in selling and adminis- 
trative expenses. 


However, the Company did improve its working capital position by $112,300 in 1975 compared 
to $98,000 in 1974 and consequently it is in a strong liquid financial position. 


In September of 1975 the Company entered into a licensing agreement with W. R. Grace & 
Company of New York pursuant to which we will have the exclusive right to manufacture and 
sell in Canada, ladies’ wearing apparel utilizing the designs and fabrics of Jones New York. 


It is anticipated that this association with Jones New York will result in increased revenue 
and a considerable savings in design costs. 


Thank you for the confidence that you have shown in the Company. 


On Behalf of the Board of Directors 


DAvip WEISER 


April 26, 1976 


HIGHLAND QUEEN SPORTSWEAR LIMITED 


INFORMATION CIRCULAR 
as at April 26, 1976 


MANAGEMENT SOLICITATION 


This Information Circular is furnished in connection with the solicitation by the Management of HIGHLAND 
QUEEN SPORTSWEAR LIMITED of proxies to be voted at the Annual Meeting of Shareholders of the Cor- 
poration, to be held at the time and place and for the purposes set forth in the Notice of Meeting. The solicitation 
will be by mail and the cost will be borne by the Corporation. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed Form of Proxy are Directors of the Corporation. A Shareholder desiring to 
appoint some other person to represent him at the Meeting may do so by inserting in the blank space provided in the 
said form the name of the person whom he wishes to appoint as his proxy and delivering or mailing the completed proxy 
to Guaranty Trust Company of Canada at 88 University Avenue, Toronto 1. 


A Shareholder executing the enclosed proxy has the power to revoke it at any time prior to its use by instrument 
in writing, executed by the Shareholder or his attorney duly authorized in writing, or, if the Shareholder is a Cor- 
poration, under its corporate seal or by an officer or attorney thereof, duly authorized and deposited either at the 
head office of the Corporation at any time up to and including the last business day preceding the day of the Meet- 
ing or any adjournment thereof at which the proxy is to be used, or with the Chairman of such meeting on the day 
of the Meeting or adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 


It is intended that the accompanying Instrument of Proxy, if signed, dated and returned to the Corporation prior 
to the Meeting, will be voted for the election of Directors and the appointment of Auditors in accordance with the 
instructions contained in the enclosed Instrument of Proxy, and will be voted with respect to amendments or variations 
identified in the Notice of Meeting or other matters that may properly come before the Meeting according to the best 
judgment of the person voting the proxy at the Meeting. 


The Management knows of no matters to come before the Annual Meeting of Shareholders other than the 
matters referred to in the Notice of Meeting. If any matters which are not known should properly come before 
the Meeting, the accompanying Proxy Instrument will be voted in such matters, in accordance with the best judg- 
ment of the person voting it. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


The Corporation has an authorized capital consisting of 100 common shares without par value, 500,000 Class 
“A” shares without par value and 500,000 Class ““B”’ shares without par value, of which 321,870 Class ‘‘A”’ shares 
and 8,130 Class “B”’ shares are issued and outstanding as fully paid and non-assessable. Each share carries the 
right to one vote. Each registered shareholder of record at the time of the taking of the vote at the Annual Meeting 
will be entitled to vote at the meeting. To the knowledge of the Management, the only person or corporation 
beneficially owning more than 10 per cent of the issued and outstanding shares of the Corporation, are the following: 


David Weiser 101,250 30.681 % of the issued and outstanding shares 
Dune Investments Limited 86,250 26.136% of the issued and outstanding shares 


The shareholders of Dune Investments Limited are the wife and four children of David Weiser. 


ELECTION OF DIRECTORS 


The Board of Directors consists of five directors to be elected annually. The persons named in the enclosed 
Instrument of Proxy intend to vote, subject to any restrictions that may be imposed by the Instrument of Proxy, 
for the election of the nominees whose names are set forth below. It is not contemplated that any of the nominees 
will be unable to serve as a Director, but if that should occur for any reason prior to the Meeting, the persons 
named in the enclosed Form of Proxy reserve the right to vote for another nominee in their discretion. Each 
Director will hold office until the next Annual Meeting or until his successor is duly elected or appointed, if his 
office is earlier vacated in accordance with the By-laws of the Corporation. 


The following table states the names of all persons proposed to be nominated for election as Directors, their 
position with the Corporation, their principal occupation or employment during the past five years, the date on 
which they became Directors of the Corporation, and the approximate number of shares of the Corporation bene- 
ficially owned, directly or indirectly, by each of them as of April 26, 1976. 


No. of Shares 


Name of Offices presently held Director beneficially 
Proposed Nominee in Corporation since owned Principal occupation 
David Weiser Executive President February 28, 101,250* President of the Corporation 
and Director 1957 
Howard Weiser Vice-President and April 27, 4,750 Vice-President and Executive in 
Director 1970 charge of Styling and Production of 
Highland Queen Sportswear Limited, 
Toronto, Ontario 
Joseph Weiser Secretary-Treasurer February 17, 4,750 Secretary-Treasurer of the 
and Director 1969 Corporation 
Paul Henry, Q.C. Director February 1, Nil Senior partner of Henry & Brown 
1968 Barristers and Solicitors, Toronto, 
Ontario 
Leon Arthurs Director May 21, Nil Patent Attorney, Toronto, Ontario 
PoTt 


*See heading “‘Voting Shares and Principal Holders Thereof”. 


Mr. Joseph Weiser is the nominee of Dune Investments Limited to the Board of Directors. 


REMUNERATION OF MANAGEMENT 


The aggregate direct remuneration paid or payable by the Corporation to the Directors and Senior Officers 
of the Corporation and subsidiaries in respect of the Corporation’s fiscal year ended October 31, 1975 was $176,313. 
During the last completed financial year, David Weiser was indebted to the Corporation for money previously 
loaned to him, without interest, to enable him to complete the purchase of a condominium dwelling. The largest 
aggregate amount of the indebtedness was $31,000. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed Form of Proxy intend to vote for the reappointment of Wm. Eisenberg & 
Co., Toronto, the present Auditors, as Auditors of the Corporation to hold office until the next Annual Meeting 
of the Shareholders. The said Auditors were first appointed in 1957. 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at October 31, 1975 


ASSETS 
1975 1974 
CURRENT ASSETS 
Wash iS AA hie See Me ies bie weed) oe ra, Gee aleaeha lal ats cee Sosa tone MUSE ORR gue teavai Ens te ate $ 13,611 $ 20,860 
Accounts tecewvables ois) eM Oa ec eins babe mie gel ereeie teleietie estes ce Aig eile ate olen aerate 732,143 539,422 
Due from ‘shareholdersi(note/2). 7.6220 teases vat beset ep aplee arate eesle kite 26,294 30,817 
Income and sales taxes recoverable...) U. ein y\ etute ete siete sae fetes 7,901 47,264 
Mascellaneousireceivables.i'2 oe 45% oe sicie wie omic etd CLE Cio te ee et eae 1,186 10,616 
Inventories (notes) andid). ch cake Aan ee oy ae sete eens oe rete eel oe et 407,952 482,779 
Préepaidiexpenses’ and. sundry assets}. 2 iu, vate ani owes peciaaehin rk aan 48,961 18,626 
1,238,048 1,150,384 
BIXep ASSETS. (notes diatid A)sn fcer <2 Rie dela Oe sa hee wemiiatiele elon wieretekete & 65,480 69,197 
OTHER ASSETS 
Excess of cost of subsidiary over net book value of assets acquired (note 1).. 101,356 101,356 
Investments 107% Debenture; due December 31, 1976027 20h cin oe te ee oom 12,500 
=i Sundny' at Costa eee e's Soe ob Cana pce sed belcre ents ae ne 2,960 2,960 
104,316 116,816 
$1,407,844 $1,336,397 
LIABILITIES 
CURRENT LIABILITIES 
Banks mdebtedness' (note Shel ceniae tvaw ae Su ee mace brn arpetaniee) ae Gere eRe erlee $ 239,593 $ 391,000 
wAccounts payable andyaccrued habilities )7acs sehen oe said peetee a eee eee ee 399,741 245,929 
Income/ancsOother AAXCS cb iio eae soared eee ete GLA EO tee 1,111 28,133 
640,445 665,062 
Determed ancome, taxes (note UL}. Ae ssvee de csoamet ee thedh oes Olareee ee eee a a earn 6,150 4,600 
SHAREHOLDERS’ EQUITY 
Capital SOCK (NOS O)! ou se cls st yeh Catchers) MEI E Bia gee tr Ra eee eee ot Tre ae 100 100 
Retained earninoss (707, ah cb bine cata kis eatae ated tian BRCe ae Gi aan eee Pee 761,149 666,635 
761,249 666,735 
$1,407,844 $1,336,397 


Approved on behalf of the Board 
“DAVID WEISER”’, Director 
“J. WEISER’’, Director 


1975 
EARNINGS 
Revenue 
AICS La dienes aril Ja dee Mardhdres beds Rime ome cha a bs dat nede ieee ae $3,494,867 
Royaltvrevente,..<..5 46: Fae oe MON ies Ratt E Ace rk Rly eG aE A Alaa Peed BE De 22,806 
ENTCEEREINGOIDE. soo Boake death silastic cn paeec Be dees CORE Heaee a eee 2,118 
¥ 3,519,791 
MUSE OU SOG A Bye chic, a e)evcre oaths be eS UE Ave Rae CUMS cube aks HeLa race ded 2,583,924 
Parnines belore ie UNGeMmoted CXPENnSessy, t4. dalcferiae oy stn oes emia ae eee 935,867 
eM S ANG SUMUMIStLALLVS CX PCUSES so Aisicswts aie Hs leld siete oa AeA AN eee pet ohiete ee 751,409 
I eMrCC On tween ee tcd ai A eae, Ae ee elisa ak, aout eb Ca etnies thy Pade mat Rok 19,896 
PIMPCLOSE are eee rte cia tic la teen tut SA SM och Pads dale PN ete AS eee ote ee ee ne 42,448 
8133753 
Armies OeLOte INCOM Ta Xen tr. 4)) s/h cel chic pees ahaa Aatcha tee eed AD Ne oe dees 122,114 
EEE ESI GEARS Pe ete ral oc cate rhe ie penis diets Slacntais a sible elt iG citer aheoiaa HGhne geet Bree Teme: 27,600 
tee tateed CAPLTN Ss Deve ass se i's Gy ates Ssc1R stakes @nttcts i clelisaial Rated MER ca stop Nis UNF ae ate Seon ets v$ 94,514 
ENEp CALMINGS PEMSHALEs si) cuits) tlesh verde sicia olerale el siete ah ght pint dle Ae tease edeey v 28.6¢ 
NOM Den ORShares OULSanGInge | < a7. wb sic Nae 2 So cael a ere eee eleld ete tats 330,000 
RETAINED EARNINGS 
Balance at beginning of year 
PLS PLEVIGU SEY, SEAT ne tarde, Valsts sober dic aveneiang eid ek eh Gly Sielw R eralehe Eiatale 8 ta wdeiite $ 646,668 
Pron penod aqjustiment (OLE LO)i. 1 . ke yas aecaies bist on eit plese isle ferale te estat 19,967 
PRSTPOOLAL OMS oe Ne PAP in tie oi ssas Ce'd Rietader WR tis Sid aoa ed a ary Beta toua ewe, Oa oer a 666,635 
IN SPE Siew s ae Milades chs via lehtre oar tei gid Gapags wale ved Hn elOm.otae Uae tlle = She) siete 94,514 
Balaiice AUGNUOL Veale v. whiek ss pated aoleieelss dabace satnaas Sa wehey A Mibe ROL Camere $ 761,149 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings and Retained Earnings 
for the year ended October 31, 1975 


1974 


$3,617,700 
2,006 
1,390 

» 3,621,096 
2,694,980 
926,116 
712,994 
19,224 
53,726 
785,944 
140,172 
33,900 


v$ 106,272 


py 32.2¢ 
330,000 


$ 540,396 
19,967 
560,363 
106,272 

$ 666,635 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 
for the year ended October 31, 1975 


1975 1974 
SOURCE OF WORKING CAPITAL 
Operations 
Wet earings. 2 uiijexes th ak cols meb koe cn ohne Rede eee inetd tag $ 94,514 $ 106,272 
Add: Charges not requiring use of working capital 
Depreciation: 3.6. 3V0N. Gos Van RELY waitin. coe hoeiele & cheer etek eee tae 19,896 19,224 
Deferred iicome taxes...) ct yia. ce bh oc aheh lite keine Seid ahi 1,550 3,000 
115,960 128,496 
Debenture receivables)! 4 Ae yh ih Gee bie eh Uietete Beale iererenee Siac tedious te Remaus 12,500 — 
128,460 ~——«*128,496 
UsE OF WORKING CAPITAL 
Purchase of fixed assets (net of disposals of $1,840).............. 2-0 seen ee 16,179 30,501 
16,179 30,501 
INCREASE IN, WORKING CAPITA J a.305. 4 25 ete Lali hi ak lous ick teres nie ee eecue eas Pie hr ah te ete 112,281 97,995 
WORKING CAPTTAL AT BEGINNING OFSY BAR2 61, coi ain oie 4 shirt eee nme oe bees 485,322 387,327 
WORKING (CAPITAL ATI END OF Y BAR. ofc & SA hist lalestersts bie Reeurine crebimttie ee eieleeel acta aie $ 597,603 $ 485,322 


AUDITORS’ REPORT 


To the Shareholders of 
HIGHLAND QUEEN SPORTSWEAR LIMITED. 


We have examined the consolidated balance sheet of Highland Queen Sportswear Limited and its subsidiary 
companies as at October 31, 1975 and the consolidated statements of earnings, retained earnings and changes 
in financial position for the year then ended. Our examination included a general review of the accounting pro- 
cedures and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at October 31, 1975 and the results of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Toronto, Canada WM. EISENBERG & Co. 
January 5, 1976 Chartered Accountants 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Notes to the Consolidated Financial Statements 
October 31, 1975 


1. Accounting policies 
Principles of consolidation: 
The consolidated financial statements include the accounts of all subsidiary companies. These are: 
Rotex Limited — 100% owned 
Jack Winter Sportswear Limited — 100% owned 


An exclusive option which expires on October 31, 1978 has been granted to Jack Winter, Inc. to purchase up 
to a 20% equity interest in Jack Winter Sportswear Limited. The purchase price shall be determined by mutual 
agreement at the time of exercise of this option. 


All inter-company loans and transactions have been eliminated on consolidation. 


Inventories: 
Inventories are valued at the lower of cost and net realizable value. 


Fixed assets: 

Fixed assets are valued at cost. Depreciation of equipment and furniture is provided using the diminishing 
balance method at the annual rate of 20%. Leasehold improvements are amortized over the term of each 
lease and one renewal period. 

Excess of cost of subsidiary over net book value of assets acquired: 

The excess of cost of subsidiary over net book value of assets acquired is carried on the accounts at cost with- 
out amortization. 


Income taxes: 


Income taxes are based on accounting income rather than on taxable income. Differences, primarily relating 
to depreciation, are reflected in different time periods for financial accounting purposes rather than for tax 
purposes and give rise to deferred income taxes. 


Foreign currencies: 
Foreign currencies have been translated into Canadian funds as follows: 


Current assets and liabilities — at the prevailing rates on October 31, 1975. 


Revenue and expenses — at the average rates prevailing during the year. 


2. Due from shareholders 


Loans outstanding to the Company and a subsidiary during 1975 by shareholders amounted to approximately 
$31,000. 


3. Inventories 


At October 31 the inventories are as follows: 


1975 1974 
Wea WANGLIS cach holt oh nate oie bob aie Ore $186,607 $194,851 
WV CRM eLH PROCESS sil arsisya bieye tree cite liaise wisi 41,178 38,854 
imine COOds ys dase ames ax Fh Ss aa rs 180,167 249,074 


$407,952 $482,779 


4. Fixed assets 


Pi 


At October 31 the major categories of fixed assets are as follows: Aecliataated tak Meehan: 


Cost Depreciation Value 
Bouipment and furniture. (osha wes by tasa sateen einen $146,609 $105,367 $ 41,242 
Leasehold improvements hy oasiat en raic eaten Via 63,879 39,641 24,238 
Totalk October 311975 ai o8s Se ee eee a a eRe ee eee $210,488 $145,008 $ 65,480 
Total, October 5h. 1974s ak Cia eile sehen et $194,309 $125,112 $ 69,197 
. Bank indebtedness 
At October 31 the bank indebtedness consisted of the following: 
1975 1974 
Overdratt: Us 8 Caps, ate Bac a een $ 23,593 $ — 
General operating loans ii Ainece oe a eae © 216,000 391,000 


239,593 $391,000 


Book debts and inventories of the company and its subsidiaries have been pledged as security for the general 
operating loans. 


. Capital stock 


(a) The authorized and issued capital stock of the company is summarized as follows: 


Number Issued 
Authorized Number Amount 
Class “‘A”’ voting, fully participating shares, without par value 500,000 321,870 $ 98 
Class “‘B”’ voting, fully participating shares, without par value 500,000 8,130 24 
Common shares, without pat value.£ 25 ose ae nieelo elas 100 — a 
330,000 $100 


Class ‘‘A” shares may be converted into Class “‘B”’ shares and Class “‘B” shares may be converted into 
Class “‘A”’ shares at any time at the option of the respective holders thereof on a share for share basis. 

(b) 100 Class ““B’’ shares were converted into 100 Class “‘A” shares during the year. 

(c) Holders of Class “‘A’’ shares are entitled to receive, when declared, dividends paid out of tax-paid un- 
distributed income on hand at the end of 1971. Holders of Class ““B” shares are entitled to receive 100/85 
of the amount of dividends paid to holders of Class “‘A”’ shares out of tax-paid undistributed income on 
hand at the end of 1971 on a share for share basis. 


Lease commitments 

The approximate rental commitment, under existing leases, for the next year, at the end of which time the 
principal leases expire, is $28,600. 

Executive remuneration 


The aggregate direct remuneration paid by the Company and its subsidiaries during the year to the five highest 
paid employees (which include the directors as officers or employees) totalled $176,313 (1974 — $158,354). 


. Contingent liabilities 


10. 


11. 


The Company has guaranteed, unconditionally, the performance of all obligations under a licensing agreement 
entered into by a subsidiary which includes the payment of a minimum licensing fee of $50,000 for each of the 
next three years. 


Prior period adjustment 


The company received income tax refunds as a result of claiming the small business deduction for 1972 and 
1973. Accordingly, income and sales taxes recoverable at October 31, 1974 and retained earnings at the begin- 
ning and end of 1974 have been restated to reflect the refund received in 1975. 


Comparative figures 


In addition to the restatements described in note 10, certain 1974 amounts have been reclassified to conform 
with the presentation adopted for 1975. 


i 
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